PHONE: (802) 828-2295
FAX: (802) 828-2483

1 BALDWIN STREET,
MONTPELIER, VT 05633-5701

STATE OF VERMONT
JOINT FISCAL OFFICE

MEMORANDUM
To: House Transportation Committee
From: Chris Rupe, Senior Fiscal Analyst, Joint Fiscal Office
Date: January 7, 2022
Subject: TIB Bond Refunding Proposal

The FY2022 Budget Adjustment Act (BAA) proposes to use federal funds and
Transportation Fund dollars to pay off the remaining outstanding Transportation
Infrastructure Bonds.

Background on T1B Bonds

The State of Vermont issued three series’ of TIB bonds in 2010, 2012, and 2013, for a
total original principal of $36,385,000. Proceeds of these 20-year bonds were used to
construct and reconstruct roads, bridges, culverts, railroads, and airports with a remaining
useful life of at least 30 years, per 32 V.S.A. § 972. Interest rates on the bonds vary by
maturity date but range from 2.0%-4.25%. Currently, $19,925,000 of principal remains
outstanding.

TIB bond debt service is paid out of the TIB Fund at an annual cost of approximately
$2.5 million per year. Upon the refunding of all outstanding TIB bonds, these funds can
then be used for transportation activities on a pay-as-you-go basis per 19 V.S.A. § 11f.

Refunding Proposal

The BAA proposal calls for using $4,863,957 of Transportation Fund and $12,554,768 of
federal funds from the December 2020 CRRSAA legislation, plus the $2,506,275
currently in the TIB Debt Service Reserve Fund, to retire the $19,925,000 of outstanding
TIB bonds.

The federal funds proposed to be used are from the $50.4 million provided to Vermont
from the Federal Highway Administration in December, 2020, which are available for
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https://www.vermonttreasurer.gov/sites/treasurer/files/debt/pdf/Vermont_TIB_2010A_OS_%28final_maturity_2030_06-15%29.pdf
https://www.vermonttreasurer.gov/sites/treasurer/files/debt/pdf/Vermont_TIB_2012A_OS_%28final_maturity_2032_06-15%29.pdf
https://www.vermonttreasurer.gov/sites/treasurer/files/debt/pdf/Vermont_TIB_2013A.pdf
https://legislature.vermont.gov/statutes/section/32/013/00972
https://legislature.vermont.gov/statutes/section/19/001/00011f
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obligation until September 30, 2024. These funds can be used at up to 100% federal
share, and debt service is an allowable use of this specific funding stream.

The Transportation Fund money proposed to be used comes from the $23.3 million
projected FY2022 year-end surplus in the Transportation Fund that accrued from
appropriation reductions, revenue forecast upgrades, and higher than expected collections
in FY2020 and FY2021. The $4,863,957 T-Fund expense would be largely offset by a
$3,933,027 reversion from the State Police to the T-Fund that is reflected elsewhere in
the BAA, for a net impact to the T-Fund of $930,930. When factoring in this reversion,
the projected T-Fund year-end balance would be lowered from $23,266,641 million to
$22,335,711.

Original Principal
Principal Outstanding
TIB Bonds
2010 Series A $14,400,000 $6,765,000
2012 Series A $10,820,000 $6,010,000
2013 Series A $11,165,000 $7,150,000
TOTAL | $36,385,000 $19,925,000

TIB Debt Service Reserve
Fund Balance

($2,506,275)

Total Needed: $17,418,725
Federal Funds $12,554,768
Transportation Funds $4,863,957

Total Funds $17,418,725

Impact of Refunding

Paying off the TIB bonds early would free up the $2.5 million of TIB funds currently
used to pay debt service every year. Those funds can then be used for transportation
investments on a pay-as-you-go basis and be used as non-federal match for federal funds.

Although AOT and the Treasurer’s Office have expressed no current plans to issue new
TIB bonds, the $2.5 million currently used for existing debt service could be used to
service future bonds should circumstances warrant.

Paying off the bonds would also save $3.9 million of future interest payments, and clear
$19,925,000 of debt from the State’s balance sheet.
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refunded. Data prepared by JFO from the Series 2013-A Bond Official Statement.
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